DOCUMENT RESUME

ED 423 7689 HE 031 615

TITLE Direct Loans, Federal Direct Consolidation Loans.

INSTITUTION Department of Education, Washington, DC.

PUB DATE 1998-00-00

NOTE 15p.

PUB TYPE Guides - Non-Classroom (055) -- Numerical/Quantitative Data
(110)

EDRS PRICE MF01/PC01 Plus Postage.

DESCRIPTORS Eligibility; Higher Education; Loan Default; *Loan
Repayment; Parents; *Student Loan Programs

IDENTIFIERS Direct Lending; *Federal Direct Student Loan Program;

*Student Loan Consolidation Program

ABSTRACT

This guide explains in a question-and-answer format the
Federal Direct Consolidation Loan Program, which is part of the William D.
Ford Federal Direct Loan Program and is designed to help students and parents
manage and repay money borrowed for postsecondary education, usually with
just one monthly payment. Advantages of a Direct Consolidation Loan are
identified, including affordability, flexibility, efficiency, and
convenience. Also addressed are eligibility standards for student and parent
borrowers, and the situation when one or more education loans is in default.
The guide goes on to provide detailed examples of four repayment plans: the
standard repayment plan, the extended repayment plan, the graduated repayment
plan, and the income-contingent repayment plan. Guidelines and a table to
help compare repayment plans are also provided. Two attached charts provide
comparative information of loan benefits. (DB)
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Direct
Loans

William D. Ford Federal Direct Loan Program

Federal Direct Consolidation

Loans

or your child’s education after high school

and you still owe money on these loans, the
U.S. Department of Education’s Federal Direct
Consolidation Loan Program (Direct
Consolidation Loan Program) may help you
manage your loan repayment.

If you borrowed money to help pay for your

The William D. Ford Federal Direct Loan Program
(Direct Loan Program), which includes Direct
Consolidation Loans, was created to give
students and parents a less complicated way to
obtain federal education loans. Direct
Consolidation Loans (as with all Direct Loan
Program loans) have only one lender to be
repaid—the U.S. Department of Education (ED).

The Direct Consolidation Loan Program is
designed to help you manage and repay the
money you borrowed to pay for postsecondary
education.A Direct Consolidation Loan allows
you to combine one or more of your federal
education loans into a new loan that offers you
several advantages.

There are three categories of Direct
Consolidation Loans:
(1) Direct Subsidized Consolidation Loans
(2) Direct Unsubsidized Consolidation Loans
(3) Direct PLUS Consolidation Loans

Even if you have loans from more than one
category, you still have only one Direct
Consolidation Loan and make just one monthly
payment.

What are the advantages
of a Direct Consolidation Loan?

A Direct Consolidation Loan offers many
advantages.Among them:

Vv Affordability - By consolidating your
education loans, you may be able to extend
your loan repayment period. Extending
your repayment period reduces your

monthly payments. But, remember, if you
take longer to repay your loan, you’ll pay
more interest and, therefore, a higher total
amount over the life of the loan.

When you consolidate your federal educa-
tion loans into a Direct Consolidation Loan,
you'll be able to take advantage of the
interest rates available in the Direct Loan
Program.This may reduce the total amount
of money you repay over the length of your
loan.

Flexibility - If you consolidate your loans,
you’ll gain financial flexibility. You’ll be able
to choose from several different repayment
plans and change your repayment plan as
your financial circumstances change.You
pick the plan that best fits your needs.

Efficiency - A Direct Consolidation Loan
allows you to consolidate loans from
different lenders. If you have different types
of loans (subsidized and unsubsidized
student loans and/or parent PLUS loans),
you may consolidate all of them into a
single consolidation loan.You’ll receive only
one monthly bill.

There are no loan fees charged, and there
are no minimum or maximum loan
amounts in the Direct Consolidation Loan
Program.

Convenience - By consolidating your
education loans, you simplify your loan
communication requirements.You’ll have
only one place to send your monthly
payment and only one phone call to report
a change of address or phone number,
request a deferment, or ask a question
about your loan(s).

If you are married, you can consolidate your
federal education loans and your spouse’s
federal education loans into one loan.
However, if you do, you both are respon-



sible for repaying the total consolidation
loan, even if you become separated or
divorced or if one spouse dies.

The charts on pages 9-12 provide an overview of
the benefits of the various federal education loan
programs. Review these charts carefully to
compare the benefits of your current loan(s)
with the benefits of a Direct Consolidation Loan.

Are you eligible for a
Direct Consolidation Loan?

v All Borrowers

Each eligible borrower must consolidate at least
one Direct Loan or Federal Family Education
Loan (FFEL) Program loan. Only fully-disbursed
loans may be consolidated.

¥ Borrowers with Student Loans

* If your student loans are in the grace period
or in repayment, you must:

(1) have an outstanding balance on a Direct
Loan or

(2) have an outstanding balance on a FFEL
Program loan and be unable to obtain a
Federal Consolidation Loan from a FFEL
Program lender or

(3) have an outstanding balance on a FFEL
Program loan and be unable to obtain a
Federal Consolidation Loan from a FFEL
Program lender with income-sensitive
repayment terms you find acceptable.

« If your student loans are not in the grace
period or in repayment, you must:

(1) have at least one Direct Loan Program
loan or not have a Direct Loan Program
loan but attend a Direct Loan school and

(2) consolidate at least one fully disbursed
loan that is in an in-school period at the
time you apply.

You may only include Direct Loan and/or FFEL
Program loans in an in-school consolidation.
Additionally, if you meet the conditions for in-
school consolidation, your Direct Consolidation
Loan will receive a grace period.This means that
after you graduate, or reduce your enrollment to
less than half time, you will not have to make
payments on your Direct Consolidation Loan for

six months. (If your enrollment status changes to
less than half time after you apply but before the
first disbursement of your Direct Consolidation
Loan, you will not have to make payments on your
Direct Consolidation Loan for the number of
months remaining in your grace period when the
first disbursement is made.)

¥ Borrowers with Parent PLUS Loans

If you have parent Plus loans, you must:

(1) have an outstanding balance on a Direct
Loan or

(2) have an outstanding balance on a FFEL
Program loan and be unable to obtain a
Federal Consolidation Loan from a FFEL

Program lender and

(3) not have an adverse credit history, or if
you do, you must use an endorser who
does not have an adverse credit history
or provide documentation of extenuat-

ing circumstances.

Note: You have an adverse credit history if a
credit report shows that:

* you are currently 90 days or more
delinquent (late) in paying any debt (for
example, credit cards or loans), or

» within five years of the date of the credit
report, you have:

- been determined to be in default on a debt;
- had your debts discharged in bankruptcy;
or

- been the subject of a foreclosure, repos-
session, tax lien, wage garnishment, or
write-off of a federal education debt.

An endorser is a person who agrees to repay the
loan if you do not.

What if one or more of my
education loans is in default?

If you're in default on a federal education loan(s)
made while you were a student, you may be
allowed to consolidate the loan(s) if you:

1

agree to repay the loan(s) under the
Income Contingent Repayment Plan or

2

make a satisfactory repayment arrange-
ment with your current loan holder(s).

4



If you’re in default on a federal parent PLUS loan(s),
you may be allowed to consolidate the loan(s) if
you make a satisfactory repayment arrangement
with your current loan holder(s).

If you have a defaulted Direct Loan or FFEL
Program loan(s), a satisfactory repayment
arrangement is defined as making three
consecutive monthly payments to your current
loan holder(s).Your loan holder(s) will work with
you to establish payments that are reasonable and
affordable given your total financial circumstances.
If you have defaulted on a different type of federal
education loan(s), you must contact your current
loan holder(s) to determine how that loan
holder(s) defines a satisfactory repayment
arrangement.

When you consolidate a defaulted Direct Loan or
FFEL Program loan(s), any collection costs that you
now owe, up to a maximum of 18.5 percent of the
outstanding principal and interest, will be added to
your outstanding principal loan balance(s). For any
other defaulted federal education loan(s), all
collection costs that you now owe will be added to
your outstanding principal loan balance(s).

Note:
« If a judgment has been issued against you

on your defaulted loan, call us for further
information.

« If, before applying for consolidation, you
want to completely clear the default
notation from your credit record, you may
want to consider another option—loan
rehabilitation. You should contact your loan
holder(s) to obtain more information about
this option.

How do I repay my Direct
Consolidation Loan?

The first payment on your Direct Consolidation
Loan will be due within 60 days of the first
disbursement, unless you are eligible for in-
school consolidation or a deferment. (See the
accompanying Borrower’s Rights and
Responsibilities for information on deferments.)

The length of time your Direct Consolidation
Loan will be in repayment will vary depending
on the total amount of your loan(s) and the
repayment plan you select.

What are my repayment plan
options?

In most cases, you may choose to repay your
Direct Consolidation Loan through one of four
repayment plans:

+ Standard Repayment Plan

* Extended Repayment Plan

* Graduated Repayment Plan

* Income Contingent Repayment Plan

However, you may not choose to repay a Direct
PLUS Consolidation Loan under the Income
Contingent Repayment Plan.

If you have a Direct PLUS Consolidation Loan, as
well as a Direct Subsidized Consolidation Loan
and/or Direct Unsubsidized Consolidation Loan,
you may choose to repay the Direct PLUS
Consolidation Loan under one repayment plan
and the Direct Subsidized and/or Unsubsidized
Consolidation Loan(s) under a different plan.

If you don’t select a repayment plan, your Direct
Consolidation Loan will be placed on the
Standard Repayment Plan.

If you can document that none of these plans
meets your needs, you may request an
alternative repayment plan by contacting the
Direct Loan Servicing Center.

Length of Repayment

Repayment Plan Repayment Period

Standard Repayment Plan
Extended Repayment Plan

Graduated Repayment Plan
Income Contingent
Repayment Plan

up to 10 years
12 - 30 years
[2 - 30 years
up to 25 years

Extended/Graduated
Repayment Periods

Amount of Debt Repayment Period
May Not Exceed
Less than $10,000 12 years
$10,000 - $19.999 |5 years
$20,000 - $39,999 20 years
$40,000 - $59,000 25 years
$60,000 or more 30 years




V¥V Standard Repayment Plan

With standard repayment, you will make a
fixed payment of at least $50 a month for up
to 10 years. For some borrowers, this plan
results in the lowest total amount of interest
paid because the repayment period is shorter
than it would be under the other plans. In
general the shorter the repayment period, the
lower your total interest payment (see
Example A).

Example A

. This example shows a Direct Subsidized Consolidation
Loan repaid at the maximum interest rate for student
borrowers (8.25 percent) under the Standard
Repayment Plan for 10 years (120 payments).

o
vk

Monthly
Paymelnnt;‘_;

. Repaid .

1
$15.000 $184 I $22,078*
i

Lo $15,000 in principal and $7,078 in interest

| Total Amount |

¥ Extended Repayment Plan

With extended repayment, you’'ll make
fixed payments of at least $50 a month over
a period that varies from 12 to 30 years,
depending on the total amount of your
Direct Consolidation Loan, Direct Loans,
and other allowable education loans.

Because you take more than 10 years to
repay your loan under the extended plan,
the amount of your monthly payment will
be less than if you choose standard
repayment. However, the total amount you
repay will be greater because you pay more
interest (see Example B).

V¥V Graduated Repayment Plan

With graduated repayment, your payments start
out low, then increase, generally every two years.
The length of your repayment period will vary
from 12 to 30 years and depends on the total

Example B

This example shows a Direct Subsidized Consolidation
Loan repaid at the maximum interest rate for student
borrowers (8.25 percent) under the Extended
Repayment Plan for 15 years (180 payments).

, = |- 'Monthly . - | Total Amount
Amount | Payment | - Repaid:
$15,000 ’ $146 ' $26,194%

*$15,000 in principal and $11,194 in interest

amount of your Direct Consolidation Loan,
Direct Loans, and other allowable education
loans.

This plan might be right for you if you expect
your income to increase steadily over time.The
minimum monthly payment will be the greater
of the interest that accumulates on your loan
between payments, or half of the payment you
would make each month under the Standard
Repayment Plan. However, your monthly
payments will never be more than one-and-
one-half times what you would pay under
standard repayment. Generally, the amount you
will repay over the term of your loan will be
higher under graduated repayment than under
extended repayment. However, graduated
repayment has the advantage of offering you
lower payments earlier in your career while
your income is lower (see Example C).

¥ Income Contingent Repayment
Plan

With income-contingent repayment, your monthly
payments will be calculated on the basis of
your annual income and the total amount of
your Direct Loans. (Remember that parents
may not use this plan to repay Direct PLUS
Consolidation Loans.)



Example C

This example shows a Direct Subsidized Consolidation
“Loan repaid at the maximum interest rate for student
borrowers (8.25 percent) under the Graduate
Repayment Plan for |5 years (180 payments).

$244

$28,762~

* $15,000 in principal and $13,762 in interest

To participate in the Income Contingent
Repayment Plan, you (and your spouse, if
married) must sign a form that permits the
Internal Revenue Service (IRS) to inform ED of
your income.This information will be used to
calculate your monthly payment, which will be
adjusted annually.

If your payments are not large enough to cover
the interest that has accumulated on your loans,
the unpaid interest will be capitalized once each
year.This means that the unpaid interest will be
added to the principal you owe. If capitalization
increases the total amount you owe to 10
percent more than the original amount you
owed when you entered repayment, interest will
continue to accumulate but will no longer be
capitalized.

The maximum repayment period is 25 years. If
you make payments under the Standard
Repayment Plan or the 12-year Extended
Repayment Plan and then switch to the Income
Contingent Repayment Plan, those periods are
counted toward your 25-year repayment period.
Earlier payment periods in other plans do not
count toward the maximum 25 years. If you
haven’t fully repaid your loans after 25 years
under this plan, the unpaid portion will be
discharged. However, you will have to pay taxes
on the amount that is discharged.

Under this plan, you will pay an amount based
on the Adjusted Gross Income (AGID) you report
on your federal tax return. If you are married, the
amount you pay will be based on your income
and your spouse’s income.

The amount you will pay will never be greater
than 20 percent of your discretionary income.
This is your AGI minus the poverty level for your
family size (see Examples D and E).

Example D: You are a single borrower with a
family size of one,and your prior year AGI was
$20,000.You have a $15,000 Direct Subsidized
Consolidation Loan, and the interest rate on your
loan is 8.25 percent. Your beginning payment
would be about $120 a month.This amount is less
than 20 percent of your monthly discretionary
income (which would be $164).In this example,
you would repay your loan in about 20 years,
and you would repay a total of $30,948 ($15,000
in principal and $15,948 in interest).

Example E: You are a borrower with a family
size of one, and your prior year AGI was $30,000.
You have a $15,000 Direct Subsidized
Consolidation Loan, and the interest rate on your
loan is 8.25 percent. Based on your income, your
beginning monthly payment would be $148.This
amount is less than 20 percent of your monthly
discretionary income (which would be $366).In
this example, you would repay your loan in about
14 years and would repay a total of about $25,034
($15,000 in principal and $10,034 in interest).

In some circumstances, you will be required to
submit alternative documentation of your
current income (that is, other than IRS-reported
AGD to ED. Such documentation includes pay
stubs, canceled checks, or, if these are
unavailable, a signed statement explaining your
income sources.This may occur if the AGI that
ED would receive from the IRS would be
unlikely to reflect your current income.

In addition, you may choose to submit
alternative documentation of current income if
special circumstances, such as loss of
employment for you or your spouse, warrant an
adjustment to your monthly payment.



- Loan

Ad]usted v
" Amount. :

$20.000 !

$15,000 $120

Example D~

This example shows a borrower with a family size of one and a $20.000 AGIl.The borrower is repaying a
$15,000 Direct Subsidized Consolidation Loan at 8.25 percent interest under the Income Contingent
Repayment Plan.A 5 percent annual income growth is assumed. Your mcome may groy at a different rate
which would affect the amount of your monthly payment and tot:al payment. RRA

- . Beginning -
= Monthly -
Payment ",

'

Number of -
" Yearsin
. Repayment

20 $30,948*

*$15,000 in principal and $15,948 in interest

|

Example E

This example shows a borrower with a family size of one and a $30,000 AGI repaying a $15,000 Direct
- Subsidized Consolidation Loan at 8.25 percent interest undemthe Income: Contlngent Repayment Plan.
CAS percent annual income growth is assumed.Your incomeé may grow at a dlfferent rate, which would
affect the amount of your monthly payment and total payment. :

©* Number of
o Yearsin o 4
-Repayment .| "

$25.034%

*$15,000 in principal and $10,034 in interest

Please note that if you are married and submit
alternative documentation of income you will be
required to submit alternative documentation for
your spouse.

If your income is less than or equal to the
poverty level for your family size, your monthly
payment will be zero. If your calculated monthly
payment is greater than zero but less than $5,
you will be required to make a $5 monthly
payment.

If your spouse has a Direct Loan, you can repay
your loans jointly. Your payment will be based on
your joint debt and your joint income.While you
are not required to repay your loans jointly, it is
important to remember that if only one of you
chooses to repay under the income Contingent
Repayment Plan, ED will use the AGI (or
alternative documentation of income) of you
and your spouse to determine the monthly
payments.

Example F: You and your spouse want to repay
your Direct Subsidized Consolidation Loans
under the Income Contingent Repayment Plan.
Your family size is two, and your joint prior year
AGI was $25,000.You owe $10,000,and your
spouse owes $5,000, for a total of $15,000 in
loans. Based on your joint income and your
outstanding balances, your beginning monthly
payment would be $129.This amount is less than
20 percent of your monthly discretionary
income (which would be $236).In this example,
you and your spouse would repay your loans in
about 17 years and would repay a total of about
$27,974 ($15,000 in principal and $12,974 in
interest).

¥ Comparing Repayment Plans

You might be wondering which repayment plan
is best for you.The chart on page 8 compares
monthly payment amounts under the four plans.

8  BEST COPY AVAILABLE



monthly payment and total payment.

Adjusted .
- Income

.-Loan .
“Amount -

$15,000

Example F
. This example shows a married couple with a family size of two and a $25,000 AGl. They are jointly
.. - repaying $15,000 in Direct Subsidized Consolidation Loans ($10,000 for one spouse and $5,000 for the

other) at 8.25 percent lnterest under the Income Contingent Repayment Plan. A 5 percent annual income
growth is assumed Your incomé may grow at a dlfferent rate which would affect the amount of your

Begmnmg
- Monthly- -
- Payment -

"..Number of
7 Yearsin .| -
| - Repayment | -

$27,974*

*$15,000 in principal and $12,974 in interest

It shows the estimated beginning monthly
payment and the total amount repaid for various
loan amounts under the four repayment plans.To
use the chart, find the amount you owe in the
left-hand column labeled “Initial Debt When
Borrower Enters Repayment.” (If the exact
amount you owe is not shown, choose the
closest amount.) Next, compare what your
monthly payment would be under each of the
plans, which are shown across the top row of
the chart. For the Income Contingent Repayment
Plan, select the income level closest to your
anticipated income to estimate the amount you
would begin paying.

Remember, you do not necessarily want to choose
a plan just because it has the lowest monthly
payments. That might seem tempting, but it may
not be the best course of action for every
borrower.The amount of your monthly payments
may be lower; however, the total amount you repay
will be greater because you pay more interest.

Also, you may need more information about
what you can afford before you select a plan.
Making a monthly budget is a way to take a close
look at your finances to see what you can afford.
A budget will show you what is coming in
(income) and what is going out (expenses), as

well as where it is going. It could show you that
you can afford larger monthly loan payments
than you thought you could, or it could show
you that you need to cut back on nonessential
spending so you can meet your loan obligations.

You can use the Direct Loan Program’s
“Interactive Calculator” at www.ed.gov/
DirectLoan to compare repayment amounts
under the four repayment plans and to develop a
budget.

If you decide that the plan you selected is no
longer meeting your needs, you can switch plans.
Call or write the Direct Loan Servicing Center if
you decide you want to switch plans.

If you have questions, call the
Loan Origination Center’s
Consolidation Department at
1-800-557-7392.

For the hearing impaired, the
TDD number is 1-800-557-7395.
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Direct Chart 1

C

Loans Direct Consol

Witttam D. Ford Federat Direct Loan Program

This chart compares the main benefits of some current loans (last four cc
Federal Direct Loan Program (first two columns). The information contail

Overview of Major Benefits l

Direct
Consolidation
Loans
(Subsidized & |
Unsubsidized)
/]
Interest rate Variable
with 8.25%
Cap . PR oy v iU vay
Maximum 5 _ 5
repayment term 30 years 30 year32 10 years 10 years 10 years" 30 years
Available repayment plans
Standard M M M M A |
Income Contingent ] No No No No No
Income Sensitive No No v v v v
Graduated M M M4 M4 v M4
Extended M A No No No M3
Alternative %] %] No No No No
Prepayment without penalty ] %] ]
Cancellation upon borrower’s
death or total disability %] 43 %] %] V®
Discharge due to school closing
or falsely certifying loan V15 | VI® V18 V18 V18
Grace period 6 months’ No 6 months® 6 months® No No

| —

Notes

1 Before 7/1/94, greater of 9 percent or weighted average rounded up to nearest whole percent; after 7/1/94, weighted average rounded up to nearest whole
percent; if application is received between 11/13/97 and 9/30/98, variable with 8.25% cap.

For standard repayment plan, 10 years; for income contingent, 25 years; for graduated and extended, may range from 12 to 30 years, depending on
amount borrowed.

May range from 10 to 30 years, depending on amount borrowed.

Income sensitive and graduated available for new borrowers on or after 7/1/93.

For death: parent’s or student’s, if student died on or after 7/23/92; for disability: parent's only.

For loans received on or after 1/1/86.

For any Direct Consolidation Loan that meets the in-school consolidation eligibility requirements at the time of application.

For 7 percent loans, 9-12 months.

If borrower has a Stafford Loan; otherwise none.

N
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4
5
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Deferment Options

Attending school at
least half time

Attending school full time

Attending approved
graduate fellowship or
rehabilitation program for
disabled individuals

Unemployed

Economic hardship
(including Peace Corps service)

Serving required
internship/residency

Temporarily totally disabled
or required to provide
full-time care for disabled
dependent

Teaching in designated
teacher shortage area

Serving in the Armed
Forces, Peace Corps,
Public Health Service,
ACTION, or as a full-time
volunteer for tax-exempt
organization

Active duty in NOAA corps
Qualifying parental leave

Working mother

Attending school at least
half time

Attending approved
graduate fellowship or
rehabilitation program for
disabled individuals

Unemployed

Economic hardship
(including Peace Corps service)

Direct
Consolidation
Loans
(Subsidized &
Unsubsidized)

Direct PLUS

Consolidation Loans

All Borrowers

|
|

A
Upto 3years

Up to 3 years

Up to 2 years™

Upto3years'3

Upto 3years'

Up to 3years'

Upto 3 years'

Up to 6 mos.'®
Upto 1 year'

|

A
Up to 3 years

Up to 3 years

|
|

M
Up to 3 years

Up to 3 years

Upto 2 years'

Upto 3 years'

No

Up to 3 years™
No
No
No

M

M
Up to 3 years

Up to 3 years

FFEL Program
Stafford Loans/
GSL/FISL

M 10, 11
]

A
Up to 2 years

No

Up to 2 years

Upto 3 years

Upto 3 years'®

Up to 3 years

Upto 3 years'™®

Upto6 mos. '
Upto 1 year'®

M

A
Upto Jyears

Up to 3 years

Supplemental

Loans for Students

(SLS)/Auxiliary
Loans 1o Assist
Students (ALAS)

FFEL Program
PLUS Loans

Borrowers Prior to 7/1/93

Mw, 1"
]

M
Up to 2 years

No

Up to 2 years

Upto 3years

Up to 3years'®

Upto3years Upto3years'

Up to 3 years'®
Up to 6 mos.'°
Upto 1 year'”

M

A
Up to 3years

Upto 3 years

IZ10,11
]

@12
Up to 2 years

No

Upto 2 years'?

Upto 3 years

No

No
No
No

|

A
Upto 3 years

Up to 3 years

FFEL Program
Consolidation
Loans

ol
M

A
Up to 2 years

No

No

Up to 3 years

No

No
No
No
No

New Borrowers as of 7/1/93

M

A
Up to 3 years

Upto 3years

10 Only for borrowers with no outstanding loans as of 7/1/87.

11 If borrower has received a Stafford Loan or SLS for the deferment period, or for PLUS borrower only, has a dependent student who borrows a Stafford
loan for the deferment period.

12 For loans made before 8/15/83.
13 If borrower currently has a loan with this deferment option, or has an outstanding balance on a FFEL Program loan made prior to 7/1/93.

ERIC

IToxt Provided by ERI

Notes
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Direct
Loans

Wililam D. Ford Federal Direct Loan Program

This chart compares the main benefits of some current loans (la
under the William D. Ford Federal Direct Loan Program (first twc
made on or after July 1, 1995,

Overview of Major Benefits

Direct
Consolidation
Loans DBirec!
(Subsidized & Consol
Unsubsidized) Lot
Interest rate Variable Varic
with 8.25% cap with 99
Maximum repayment term 30 years' 30 ye
Available repayment plans
Standard ] ]
Income Contingent ] No
Graduated ] ]
Extended ] ]
Alternative ] ]
Prepayment without penalty | ]
Cancellation upon borrower’s
death or total disability | V3
Discharge due to school closing
or falsely certifying loan | ]
Grace period 6 months* No
Cancellation for public
service No No

6-9 months®

Chart 2 : .

Comparison of Loan Benefits:
Direct Consolidation Loans and Porlkina ~w- s

g§&FNNM

&
&
&

M M M M

No No No No

9 months® 1 year 9 months

M7 No No M8

1 For standard repayment plan, 10 years; for income contingent, 25
years; for graduated and extended, may range from 12 to 30 years,
depending on amount borrowed.

2 Renegotiated repayment schedules may be arranged between the

school and the borrower, but must be repaid within the 10-year limit.
3 For death; parent’s or student's if student died on or after 7/23/92; for

disability: parent's only.

4 For any Direct Consolidation Loan that meets the in-school consolida-

tion eligibility requirements at the time of application.

5 6 months for National Direct Student Loans made on or after 10/1/80;
9 months for Perkins Loans made on or after 7/1/87 and National Direct
Student Loans made before 10/1/80; Perkins Loans and National Direct

Student Loans made on o after 10/1/80 also have a 6-month post-
deferment grace period.

6  After leaving school or a qualified internship/residency.
7 For Perkins Loans, National Direct Student Loans, and National

Defense Student Loans made prior to 7/1/93, borrowers are eligible for

“postponement of payments in anticipation of cancellation” during
periods of public service.

" ~-ogram is funded, for 2 years’ service as a registered nurse in a

ted facility or area.
EKC o Y

o)

Notes

11

9

14

Deferment benefits in the Perkins Loan, National Direct Student Loan,
and National Defense Student Loan Programs are granted in accor-
dance with the date the loan is made; these benefits are not borrower
specific.

For loans disbursed on or after 11/4/88, if enrolled in collegiate nursing
program leading to baccalaureate or graduate degree, advanced
training in nursing or training to become a nurse anesthetist, or
combination of these; 5-year limit for loans disbursed prior to 11/4/88.

For loans disbursed on or after 11/4/88; attendance must be at health
professions school.

For loans made after 10/21/85.

Also for up to 4 years in advanced health professional training (including
internships and residencies); up to 2 years for fellowship training
program or full-time educational activity directly related to profession
borrower is preparing for, if prior to or within 12 months after completion
of advanced professional training, for loans made after 10/21/85.

But available for advanced health professional training (including
internships and residencies); up to 2 years for fellowship training
program or full-time educational activity directly related to profession
borrower is preparing for.

14



Perkins/National

Direct Direct Student Loans « Health Professions
Consolidation (NDSL) Student Loans (HPSL) Nursing
Loans Direct PLUS National Health Education Loans for Student
(Subsidized & Consolidation Defense Student Assistance Loans  Disadvantaged Loans
Unsubsidized) Loans Loans (NDSL) (HEAL) Students (LDS) (NSL)

All Borrowers

Deferment Options Borrowers Prior to 7/1/93°

Attending school half time 4| 4] 4| No No Up to 10 years'®

Attending school full time 4| 4] 4| 4| M"  Upto10years'®

In graduate fellowship program 4] %} No Upto2years '>'  No'™ No

Attending rehabilitation program

for disabled individuals %} %} No No No No

Unemployed Up to 3 years Up to 3 years No No No No

Economic hardship Up to 3 years Upto 3 years No No No No

{including Peace Corps service)

Serving required

internship/residency Upto2years'™ Upto2years™ | Upto2 years'® Upto4 years' 4| No

Serving internship/residency

leading to degree/certificate Upto2years'® Upto2years'™ | Upto2years' V" No No

Temporarily totally disabled

or required to provide

full-time care for disabled 15 15 20

dependent Up to 3 years Upto 3years™ | Upto 3 years No No No

Teaching in designated 15

teacher shortage area Up to 3 years No No No No No

Serving in the Armed Forces,

Peace Corps, Public Health

Service, ACTION, or as a full-time

volunteer for tax-exempt 5 15 Py 2 ” 03

organization Up to 3 years Upto3years™ | Upto3years® Upto3years™ Upto3years™ Upto3years

Active duty in NOAA corps Up to 3 years'® No Up to 3 years'® No Upto3years Upto3years

Qualifying parental leave Up to 6 mos.'® No Up to 6 mos.'® No No No

Working mother Upto 1 year®” No Up to 1year' No No No
New Borrowers as of 7/1/93°

Attending school at least halftime 4] 4] 4] No%* No®  Upto10years'

Attending approved graduate
fellowship or rehabilitation
program for disabled individuals %} 4} %} Up to 2 years® No'4 No

Unemployed Up to 3 years Upto3years | Upto3years No No No
Economic hardship

(including Peace Corps service) Up to 3 years Upto3years | Upto3years No No No
Other No No [v]%6 M No No
. Notes
15 |f borrower currently has a loan with this deferment option, or has an 22 Upto 3 years each in Armed Forces, National Health Service, Peace
outstanding balance on a FFEL Program loan made prior to 7/1/93. Corps, and ACTION; 12-year maximum.
16 For loans made on or after 10/1/80. 23 Service in ACTION and volunteer for tax-exempt organization not
17 Must be in field related to health education. eligible.
18 For Perkins Loans only. 24 Must be full time.
19 Must be in field related to health education; unlimited for loans disbursed 25 For graduate fellowships only; see also notes 12 and 13.
before 10/22/85; 48 months for loans disbursed after 10/22/85. 26 For Perkins Loans made on or after 7/1/93, borrowers performing
20 For National Direct Student Loans made on or after 10/1/80, and for public service that qualifies them for loan cancellation are eligible for
Perkins Loans; care for spouse only for National Direct Student Loans. deferment.
21 Service in Public Health Service only for loans made on or after 27 Up to 1 year for chiropractic school graduate; up to 3 years for
,**'1/80 and before 7/1/93; volunteer for tax-exempt organizations practicing primary health care.

E MCY for loans made on or after 10/1/80 and before 7/1/93.
Pt o 12 1 5 *U.S. Government Printing Office: 1998 — 445-390/90852
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